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and received within the public review
period stated in the solicitation.

[48 FR 42124, Sept. 19, 1983, as amended at 55
FR 25527, June 21, 1990; 57 FR 60575, Dec. 21,
1992; 60 FR 34737, July 3, 1995; 62 FR 40236,
July 25, 1997]

Subpart 7.4—Equipment Lease or
Purchase

7.400 Scope of subpart.

This subpart provides guidance per-
taining to the decision to acquire
equipment by lease or purchase. It ap-
plies to both the initial acquisition of
equipment and the renewal or exten-
sion of existing equipment leases.

7.401 Acquisition considerations.

(a) Agencies should consider whether
to lease or purchase equipment based
on a case-by-case evaluation of com-
parative costs and other factors. The
following factors are the minimum
that should be considered:

(1) Estimated length of the period the
equipment is to be used and the extent
of use within that period.

(2) Financial and operating advan-
tages of alternative types and makes of
equipment.

(3) Cumulative rental payments for
the estimated period of use.

(4) Net purchase price.

(5) Transportation and installation
costs.

(6) Maintenance and other service
costs.

(7) Potential obsolescence of the
equipment because of imminent tech-
nological improvements.

(b) The following additional factors
should be considered, as appropriate,
depending on the type, cost, com-
plexity, and estimated period of use of
the equipment:

(1) Availability of purchase options.

(2) Potential for use of the equipment
by other agencies after its use by the
acquiring agency is ended.

(3) Trade-in or salvage value.

(4) Imputed interest.

(5) Availability of a servicing capa-
bility, especially for highly complex
equipment; e.g., can the equipment be
serviced by the Government or other
sources if it is purchased?

7.403

7.402 Acquisition methods.

(a) Purchase method. (1) Generally,
the purchase method is appropriate if
the equipment will be used beyond the
point in time when cumulative leasing
costs exceed the purchase costs.

(2) Agencies should not rule out the
purchase method of equipment acquisi-
tion in favor of leasing merely because
of the possibility that future techno-
logical advances might make the se-
lected equipment less desirable.

(b) Lease method. (1) The lease method
is appropriate if it is to the Govern-
ment’s advantage under the cir-
cumstances. The lease method may
also serve as an interim measure when
the circumstances—

(i) Require immediate use of equip-
ment to meet program or system goals;
but

(ii) Do not currently support acquisi-
tion by purchase.

(2) If a lease is justified, a lease with
option to purchase is preferable.

(3) Generally, a long term Ilease
should be avoided, but may be appro-
priate if an option to purchase or other
favorable terms are included.

(4) If a lease with option to purchase
is used, the contract shall state the
purchase price or provide a formula
which shows how the purchase price
will be established at the time of pur-
chase.

[60 FR 35475, Aug. 30, 1985, as amended at 59
FR 67026, Dec. 28, 1994]

7.403 General Services Administration
assistance.

(a) When requested by an agency, the
General Services Administration (GSA)
will assist in lease or purchase deci-
sions by providing information such
as—

(1) Pending price adjustments to Fed-
eral Supply Schedule contracts;

(2) Recent or imminent technological
developments;

(3) New techniques; and

(4) Industry or market trends.

(b) Agencies may request information
from the following GSA offices:

(1) Center for Strategic IT Analysis
(MKS), Washington, DC 20405, for infor-
mation on acquisition of information

technology.
(2) Federal Supply Service, Office of
Acquisition (FC), Washington, DC
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7.404

20406, for information on other types of
equipment.

[48 FR 42124, Sept. 19, 1983, as amended at 54
FR 29280, July 11, 1989; 61 FR 41468, Aug. 8,
1996; 62 FR 40236, July 25, 1997]

7.404 Contract clause.

The contracting officer shall insert a
clause substantially the same as the
clause in 52.207-5, Option to Purchase
Equipment, in solicitations and con-
tracts involving a lease with option to
purchase.

[59 FR 67026, Dec. 28, 1994]

Subpart 7.5—Inherently
Governmental Functions

SOURCE: 61 FR 2628, Jan. 26, 1996, unless
otherwise noted.

7.500 Scope of subpart.

The purpose of this subpart is to pre-
scribe policies and procedures to ensure
that inherently governmental func-
tions are not performed by contractors.
It implements the policies of Office of
Federal Procurement Policy (OFPP)
Policy Letter 92-1, Inherently Govern-
mental Functions.

7.501 [Reserved]

7.502 Applicability.

The requirements of this subpart
apply to all contracts for services. This
subpart does not apply to services ob-
tained through either personnel ap-
pointments, advisory committees, or
personal services contracts issued
under statutory authority.

7.503 Policy.

(a) Contracts shall not be used for
the performance of inherently govern-
mental functions.

(b) Agency decisions which determine
whether a function is or is not an in-
herently governmental function may
be reviewed and modified by appro-
priate Office of Management and Budg-
et officials.

(c) The following is a list of examples
of functions considered to be inher-
ently governmental functions or which
shall be treated as such. This list is not
all inclusive:

48 CFR Ch. 1 (10-1-02 Edition)

(1) The direct conduct of criminal in-
vestigations.

(2) The control of prosecutions and
performance of adjudicatory functions
other than those relating to arbitra-
tion or other methods of alternative
dispute resolution.

(3) The command of military forces,
especially the leadership of military
personnel who are members of the com-
bat, combat support, or combat service
support role.

(4) The conduct of foreign relations
and the determination of foreign pol-
icy.

(5) The determination of agency pol-
icy, such as determining the content
and application of regulations, among
other things.

(6) The determination of Federal pro-
gram priorities for budget requests.

(7) The direction and control of Fed-
eral employees.

(8) The direction and control of intel-
ligence and counter-intelligence oper-
ations.

(9) The selection or non-selection of
individuals for Federal Government
employment, including the inter-
viewing of individuals for employment.

(10) The approval of position descrip-
tions and performance standards for
Federal employees.

(11) The determination of what Gov-
ernment property is to be disposed of
and on what terms (although an agency
may give contractors authority to dis-
pose of property at prices within speci-
fied ranges and subject to other reason-
able conditions deemed appropriate by
the agency).

(12) In Federal procurement activi-
ties with respect to prime contracts—

(i) Determining what supplies or
services are to be acquired by the Gov-
ernment (although an agency may give
contractors authority to acquire sup-
plies at prices within specified ranges
and subject to other reasonable condi-
tions deemed appropriate by the agen-
cy);

(ii) Participating as a voting member
on any source selection boards;

(iii) Approving any contractual docu-
ments, to include documents defining
requirements, incentive plans, and
evaluation criteria;

(iv) Awarding contracts;
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